This research work is focused on effect of business group affiliation on firm with different shades of FDI capital such as technology, capital and competitiveness defined on the basis of FDI policy tools designed by Indian policy makers. The analysis reveals negative effect of business group affiliation on excess value created by firm using competitiveness shaded FDI capital. This empirical evidence supports that tunneling effect of business group affiliation is highly significant in a firm with competitiveness shaded FDI capital. Once, profitability, asset utilization and growth opportunity is controlled, the tunneling effect of business group affiliation becomes highly significant in firm irrespective of the shades of FDI capital. This is in support of study reported by Bertrand et al. (2002) claiming that tunneling effect is part of non-operating profit. There is strong evidence that FDI investors' fund is expropriated by domestic business group when host economy has sufficient capital and technology and foreign investor is intending to create excess value on account of their higher efficiency.
Introduction
Earlier foreign direct investment (FDI) has been considered as the most effective way of exploitation of host economy (according to dependency school) however now-a-day, this is perceived as changing agent for growth of host economy. In present scenario, emerging economies consider as a bundle of capital, technology and managerial efficiency which can be infused to boost growth of home economy. Accordingly, policy makers are designing policy instruments to supplement domestic resources of capital, technology and competitiveness in domestic economy by using FDI capital. In order to facilitate this process, policy makers are developing mechanism to channelize technology in technology deficient industries, capital in capital deficient industries and managerial efficiency in efficiency deficient industries. Such mechanisms are developed with underlying policy that performance of industry gets improved by infusing specific scarce resources in industry deficient of the same. In this mechanism, the scarce resources required for growth of a specific industry has been considered as basis for designing policy instruments and accordingly FDI capital is regulated in the host economy. These policy instruments have been used for classification of FDI capital. This resulted into four categories of FDI capital i.e. capital shaded FDI, technology shaded FDI, security shaded FDI and competitiveness shaded FDI. Out of these four categories, three categories of FDI capital have been identified based on the priority of scarce factor to be infused in an industry. Security shaded FDI capital has not been considered in this study due to unavailability of data. This classification is further supported by policy documents of host economy government, which is used for designing policy tools. These policy instruments are helpful in infusing desired component of FDI capital in a specified industry. The process of infusing these factors is interplay of demand (as per need of industry) and supply (competitive advantage of FDI investors). In this research work, the shades of FDI capital have been defined from perspective of home economy with competitive advantages in terms of technology, capital and efficiency (competitiveness) in a specified industry. Accordingly, three shades of FDI capital are considered as technology, capital and competitiveness.
Different shades of FDI capital are used by two different sets of firms i.e. business group affiliated (BG) and non-business group affiliated (NBG). In another words, it can be said that foreign investor providing FDI capital has two options of investing FDI capital in host economy i.e. making investment in BG firms or NBG firms. This research work excludes the possibility of making investment with 100% ownership. Therefore, foreign investors weigh option of investing in BG and NBG firms.
FDI investor investing in BG firm gets benefited in terms of having access to internal capital market, using pool of talents, expertise and fund of business group leading to reduction in cost of capital and improvement in performance. These unique features of business group affiliation is expected to have propping effect which can be explained as the process of transferring resources owned by business group to the firm with FDI capital. The resources owned by business group can be considered as private resources of the business group and transferring such private resources to the firms with FDI capital can be considered as propping effect [1] [2] [3] [4] [5] . Opposite to this phenomenon, expropriation of funds that rightfully belong to other shareholders has been also reported in literature [6] - [14] . The phenomenon of expropriation of resources or tunneling resources out of firms is popularly known as tunneling effect. Tunneling effect is widely reported in countries with weak legal protection for investors [6] [7] . Tunneling resources out of the firm is possible by sharing of resources, having strategic ties with group members leading to lower efficiency, intra-group financing, cross-subsidization and misallocation of resources [15] .
In this research work, propping and tunneling effects have been conceptualized from the perspectives of FDI investors. These two phenomena are possible in NBG firm by transferring private asset of domestic investors to the firm (propping effect) or expropriating fund that rightfully belong to FDI investors (tunneling effect). In case of BG firm, private asset is not only that owned by domestic investors better to say partner but also assets or resources owned by business group. These assets are (both tangible and intangible) existing internal capital market, pool of talents, expertise and fund of business group leading to reduction in cost of capital and performance improvement factors. In case of tunneling, expropriation of resources can be done by diverting of resources to other group firm, having strategic ties with group members leading to lower efficiency, intra-group financing, cross-subsidization and misallocation of resources. Business group is important aspect of emerging economy [16] since they possess majority of the productive asset 1 .
Against this background, the research question is defined as "Whether business group affiliation increases value creation (propping effect) or decreases value creation (tunneling effect) of firm with different shades of FDI capital in emerging economy?"
In this research work, the effect of business group affiliation on different shades of FDI capital has been analyzed in emerging economy. This analysis has used dataset from Indian economy and it is observed that business group affiliation has tunneling effect in competitiveness shaded FDI capital is highly significant. In technology shaded and capital shaded FDI capital, business group tunneling effect is significant after controlling value enhancing factors like profitability, growth opportunity and asset utilization. These findings answer a number of questions in the area of international business and corporate finance.
This research work provides a framework for classification of FDI capital using policy instruments. This is unique contribution towards international finance literature. It is also important in current scenario as economy planners are setting their own priority to infuse foreign capital, technology or competitiveness in their domestic economy. Very first, this objective is being set and then the policy instruments are designed to serve the purpose.
Another contribution is identification of behavior of domestic business group towards FDI investors. This research work also sheds light on the preference of FDI investors in host economy. The behavior of domestic business group and preference of FDI investor play significant role in international finance which is the core of international business. 1 More than 70% of the productive assets are possessed by business group affiliated firms in India. This calculation is based on assets of listed firms in India. The dataset has been extracted from Prowess databases maintained by Centre for Monitoring Indian Economy (CMIE) (http://www.cmie.com/). Section 6 presents results and discussion is done in section, which is followed by conclusions (Section 8).
FDI Policy Framework: Defining Shades of FDI Capital
This research work is focused on emerging economy and Indian economy is considered as representative emerging economy. The FDI policy framework adopted by Indian government is considered as basis to define shades of FDI capital. More often Indian Government intends to open specific industry in regulated environment. Allowing FDI for specific industry is critical decision of Indian government and there is a separate list known as negative list, which covers all the industries where FDI is prohibited. The purpose of Indian government to make domestic industry competitive in international market gets served through spillover effects.
India's FDI policy is combination of restrictions in three dimensions for any given industry i.e. capital flow restriction, ownership restriction and repatriation restriction. The rationale behind these three forms of restrictions is provided in the policy documents of the government. These restrictions are meant to channel the flow of FDI with capital, technology and managerial implications to industries, which require them. For instance in industries wherein huge capital investments are required and where there is limited or no domestic players exist, restrictions are not imposed in the first two dimensions i.e. capital and ownership (with a limited restriction on the third dimension). In such identified industries, FDI investor can directly invest without prior government permission and also have full ownership, but repatriation or exit is not allowed in the first three years of operation.
The above mentioned policy instruments adopted by Indian government are summarized in Table 1 . The elaboration of rationality of these policy instruments in light of need of industries and characteristics of investors is mentioned in the policy document prepared by government authority. These policy documents explicitly mention the objective of opening a specific industry for FDI and policy instrument used. Accordingly, the industries can be categorized based on the restrictions imposed into four categories: 1) Industries with Capital restriction (no ownership restriction) a) Industries with Capital and Repatriation restriction 2) Industries with Ownership restriction (no capital restriction) 3) Industries without any restriction (neither ownership nor capital) 4) Industries with both Capital and Ownership restriction In this research work, first three categories of industries are considered since the industries, which fall under the last category, are primarily related to national security and defense. These do not form part of this study, since most of the firms in these industries are not listed and the financial data is not available in the public domain.
FDI Investment Industries with Capital Flow Restriction
Restriction on capital flow has been imposed in the form of industry specific route for FDI approval i.e. automatic route and government route. FDI approval through automatic route is provided by default, as the investor needs to just inform the relevant authorities and in India's case primarily RBI. This route virtually does not offer any restriction to capital flow. On the other hand FDI approval through government route vests the competent authority with substantial discretion with respect to restriction of capital flows in these industries and sectors. The restriction or the discretionary powers vested with the regulator also has two inter-related dimensions of control, it not only controls the magnitude of investment which can be brought in by an investor in a particular firm but also the number of such investors to be allowed in each sector. In many cases the investments allowed in these sectors/industries are non-competitive in nature due to its uniqueness. For example if an investor is allowed to invest in a road project then there is no possibility of investment in another road project in same geographical region.
Indian FDI policy framework is designed to control capital flow in industries having potential of offering large size investment opportunity. In these industries capital restriction is impose to avoid speculative investment. There is possibility of acquisition of land for construction of residential complex; township 
Industry with Capital and Repatriation Restriction
The condition of minimum period for repatriation of the original foreign investment is imposed in some of capital seeking industry like real estate sector 2 (Development of townships, Housing, Built up infrastructure and Construction Development Projects). This restriction is a precautionary measure considered by competent authority to prevent speculative capital inflow and ensure availability of the capital as per original commitment of investors. Although, this restriction may discourage investors but the uniqueness of project precludes any competition in market and ensure higher return. In this research work, firms operating in this industry have been pooled with industries with capital restriction.
FDI Investment Industries with Ownership Restriction
Ownership restriction has been considered as policy instrument to encourage strategic collaborations in industries where technology is a more critical resource than capital. It has been mentioned in the policy documents that encouraging foreign investment in these industries along with technology collaboration would allow domestic firms access to superior technologies, increased exports and expansion of the production base 3 . Imposing restriction on foreign ownership of a firm ensures that the domestic partner would gain expertise rapidly resulting into acceleration of spillover effect. These partnerships also help in establishing dynamic relationship 4 . Domestic trading companies (primarily engaged in export activities) were also allowed for 51%
foreign equity investment to encourage export. This was done in addition to government initiatives of extending assistance to foreign trading companies in systematic exploration of world markets through intensive and highly professional marketing activities.
In many industries advanced technologies are not available and which are essential for domestic firms to compete in global market. Indian governments objective to develop these industries through technology transfer and produce high tech products/services has been clearly enunciated in the policy document of 
FDI Investment Industries without Restriction (Neither Ownership Restriction nor Capital Flow Restriction)
Investment in these industries provides opportunity for foreign investors to full ownership and unlimited capital flow without prior permission (automatic route). The rationale as per the policy documents is to make Indian industry globally competitive. The policy envisages that FDI in these sectors would lead to the introduction of superior quality of products and services given their expertise in international market. It will help in spurring Indian firms to improve the quality of their products and services to remain solvent. For example Terre- As per the company act 1956, a minimum of 51% ownership is defined as controlling ownership. 
FDI Investment Industries with Capital and Ownership Restriction
The firm operating in this type of industry fall under defense sector 18 in India and for security reasons, restrictions on both, capital flow and foreign ownership have been imposed. The foreign ownership limit has been kept at minimum level of 26%, which does not offer controlling ownership to foreign investors as per the Company Act, 1956 of India. The negative effect of imposing ownership restriction has been highlighted in discussion paper 19 issued by Indian government. Indian defense industry has been deprived of access to high-end technologies as original equipment manufacturers (OEMs) are not interested in bringing their proprietary technology due to lack in controlling ownership. These firms are not listed with Indian stock exchanges and hence, not considered in analysis.
Implications of FDI Policy Framework
Given the above, ownership restriction and capital restriction are important FDI policy instruments in context of Indian economy. This study considers these two as major dimensions to be considered for classification of FDI investment industries in terms of their resource requirements and accordingly four different shades of FDI capital are presented in Figure 1 . These industries are capital 
Hypotheses
The hypotheses being proposed in this research paper are centered on relationship between shades of FDI capital, excess value creation and business group af- 
Technology Shaded FDI Capital and Excess Value Creation
Restriction on ownership is unique feature of technology shaded FDI capital even it reduces attractiveness of investment for any investor as ownership restriction imposes a control constraint. This ownership reduction forces the foreign investor to work with the domestic partner in exploring synergies, which will enable them to generate superior returns. The possibility of superior returns would depend on the inherent cost efficiencies or technology deficiencies of the domestic partner. The foreign investor would opt to invest wherever cost efficiencies are available without the ownership constraint unless the investor is more interested in exploiting the domestic market which otherwise will not be accessible. Given the above, in case of ownership constraints investment decision by a foreign investor would depend on other factors other than cost efficiencies.
Literature clearly identifies that technology superiority of the foreign investor as compared to the domestic partner is a critical factor for investment in any Foreign investors have firm specific advantages by virtue of possession of superior technology as strategic asset, which helps in creating higher surplus than non-FDI firms. The surplus generated by these foreign investors consists of two components: 1) output based observable surplus and 2) intangible asset (goodwill, experience etc.) based unobservable surplus [19] . Although, output is independent of ownership control [20] virtue of being first mover [21] especially with market-seeking motive in high growth industry. These investors prefer partial ownership with domestic partner [22] and reduce the time of offering product/service by using facilities of incumbent partner [23] Creation of wholly owned subsidiary along with development of adequate production and supply chain capacities delays the entry of foreign investor thus loosing opportunities to capture the market [24] . Since this delay would catalyze the domestic industry to source the technology from a different partner to protect their markets.
In addition to the above, there is also a fair chance of obsolescence of new technology in long term [25] , which will reduce the time available to the foreign investor in monetizing the same. Two other dimensions i.e. The performance of a firm can also be measured on another dimension which would be the value created by FDI firms. This differs from the superior returns as measured and tested in the previous hypotheses. Excess value creation is considered as an indicator of relative performance. This measure of performance considers capital gain, which is normally excluded while calculating return expressed in terms of accounting measures (ROA, ROE etc.) and equity market (logarithmic return). [26] . The familiarity about technological situation (Uncertainty) and the degree of ambiguity about technology (equivocality) of FDI firm is dependent of managerial ability. FDI firm is proposed to be superior to non-FDI firms on these two criterion.
Technology transfer is focused on a three step process i.e. acquisition of new knowledge or information, converting to commercial products or service and positioning products/service in marketplace [27] .
Given the availability of technology with foreign investor of FDI firms, they are in a better position to create more value (internal spillover effect) as compared to domestic firm having no access to these technologies and lacking in innovation. This is an intangible asset for the FDI firm which is difficult to imitate and easy to protect. During initial period, creation of excess value is possible by increasing managerial ability (in terms of familiarity with technology, development of products/services and positioning). With time, technological spillovers effect increases and non-FDI firms will have also access to these technologies and decrease the excess value created by FDI firms.
Capital Shaded FDI Capital and Excess Value Creation
As elaborated in earlier Section 2.1, for industries wherein capital restriction strategy has been implemented, the investor is faced with the limitation in the magnitude of investment, which can be brought into a specific sector/industry. This limitation is incentivized by also limiting competition in these sectors with cap on the number of firms who can invest in these sectors. This incentive would limit the volatility of returns to a large extent. Other than this there is also a repatriation limitation, which is imposed wherein, exit is not permitted for a minimum specified period. From the investor point of view only those investors who have access to large capital resources and having longer return horizon would be interested given the incentive of limited competition.
Given the policy constraint on overseas borrowings 20 This will also reduce the volatility of returns associated with these projects.
This reduction in uncertainty of cash flow and decreased risk associated with financing firms reduces the cost of capital and increases the return associated with these sectors/industries. This combined with limited competition would allow for higher returns to these firms in both short term and long term. Other than the above in these industries, technology is accessible to both FDI and domestic firms however these two different types of firms can be distinguished on the basis of scale & scope of economies. These sectors/industries require heavy investment during initial periods to create the infrastructure for offering long-term products/facilities. In other words, these investments have long gestation periods due to which revenue streams are delayed with the initial cash flow streams being negative for a longer duration. Another factor is the scale and scope economies in long run inherent in these projects with very limited opportunity of imitation or competition. Given the expertise required and scale and scope of these projects it would be very difficult for these projects to be executed properly in the absence of assistance in terms of technology, capital and expertise. Firms, which have global exposure with access to significant funds, will have a definite advantage and add value to the economy. Most of these projects are in the form of creating non-transferable tangible assets within the host economy.
The objective of FDI firm is to create excess value in long term due to nature of projects as discussed earlier. It is proposed that they will also create excess value in short term due to their long experience in handling international projects.
Competitiveness Shaded FDI Capital and Excess Value Creation
Industries in which a foreign investor can hold 100% ownership and the investment can be made through the automatic route are primarily industries in which there are experienced domestic players. These players have access to technology and capital in line with any foreign firm interested in investing in these sectors/ industries. These industries are characterized by few well-established players and exhibit monopolistic/oligopolistic characteristics. An investment by a foreign investor in these industries would be able to generate superior returns only if the investor has superior managerial and operation efficiency and expertise along with capital and technology. Once such an investor enters these industries then by default the efficiency of the domestic players would have to improve rapidly to maintain their competitiveness. In other words FDI in these industries is pri- Kunal, B. V. Phani marily characterized by managerial and operational efficiencies. This would increase the competitiveness and efficiency of the firms operating in these industries rapidly and the industry will be characterized by high competitiveness.
In this industry, access to all advantage generating factors of production i.e.
new technology, capital and superior managerial skills are not a limiting factor for any firm to perform. Given this, it is not possible to differentiate between FDI and non-FDI firms in terms of their performance in the long term. Though there could be marginal differences in the short term within a specific economy. The window for these differences in the short term would be very small and negligible. Since there would be a time lag for operationalizing any FDI in these sectors, in the short term and FDI firm would underperform non FDI firm but the window for this opportunity would be very small or negligible as mentioned earlier. For FDI investor, investment in these sectors will be tenable not because of the possibility of superior returns but because of marginal contribution to their overall returns at the global level. In industries without capital or ownership restriction, protection of firm's asset specificity is crucial for strengthening its competitive position [28] and hence foreign investors prefer higher ownership control. The exploitation of competitive advantage helps in strengthening its position in the market especially in case of price competition. In these industries, FDI firm outperforms on account of total factor productivity (efficiency) due to technology, capital and better managerial practices. Technology and capital are also available for domestic firms however complacency due to limited number of players reduces their managerial and operational efficiencies. In other words, FDI investment in these sectors/industries would compel domestic firms to adopt latest technology and managerial practices of FDI firms in very short period to stay competitive. In this way, any advantage from FDI investors total factor productivity gets eroded very quickly as non-FDI firm also uses these factors.
Excess value creation is another dimension of discussion regarding the impact of FDI. In industries with no constraint, access of new technology and capital is available to both FDI and domestic firms. These firms can only create value by using human resources, technology and innovation, unit costs economics and the infra-structure and strategy of the firm [29] . Imitation of all these value-creating elements is possible for the non-FDI firms in these industries. Given this any excess value creation by FDI firm would be of a short-term nature.
Effect of Business Group Affiliation
Business group is inferred in the literature as collection of firms with common administrative & financial controls and crossholdings. They have common brand identity, pool of labor and rely on intra-group financing [30] . Their interlocking facilitates communications about developments in technology, business opportunity and strategy among member firms. Granovetter observes that elimination of contract reneging through social mechanism of member firms further strengthen the ties resulting into increased cooperation [31] .
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In context of Indian economy, large business houses are family dominated with a greater possibility of extracting wealth from other shareholders [32] . These business groups are also suffering from the problem of misallocation of resources resulting into cross subsidization.
Strategically business groups benefit in building and accessing a network for its own interest wherein resource can be easily accessible. It is true to domestic as well as international relationship. The larger business group facilitates the operations and entry in the international market via joint ventures [15] . The business group affiliated firms are capable of enforcing property rights through their reputation or close relationship with bureaucrats. Business group is also in a better position to protect the technology as a core competency of their business. The business group have been proven superior to stand alone firms in terms of accessing the foreign technology. Such foreign technology improves competitive advantage of business group affiliated firms more than stand-alone firm on account of being used by sister firms and complementing with their resources.. Against this backdrop, the following hypotheses are presented. Business group affiliated firm can access the internal capital market that brings down the cost of capital. Primarily the business group can have access to broad sources namely internal capital market and external capital market. The internal capital market means the capital requirement is satisfied by raising it from the internal source from its member firms, which can be availed in various forms such as actual money, raw material or managerial competency. This is widely reported in literature that accessing funds through internal market is very easy and cheaper for business group member firm and it is also a desired form of source. The availability of internal capital is of greater advantage in comparison to raising the capital from external market. The advantage is two-fold one being availing the capital at lower cost and other is keeping the ownership concentration undiluted. Therefore the controlling stake remains the same across the firms owned by the business group.
Business group member firm can invest surplus cash available with business group in high NPV project. These firms also get supported by other member firms due to higher insider ownership, to avoid dilution in private benefits after firm bankruptcy and hiding negative information about the group [33] . Such financial assistance extended by group members reduces probability of default on the investment and improves return by reducing cost of capital. The intra-group flow of funds also follows tunneling that can have high insider holding for the new firm. Business group affiliated firms in India has more internal capital market [15] and financial assistance is extended by intra-group firm [33] . Business group has advantage of increasing the firm's debt capacity by reducing the risk of the firm's debt, when business segments with imperfectly correlated earnings are combined [34] . This effect is also known as co-insurance effect [35] which is visible in diversified firms and is also valid for diversified business group. This increase in debt capacity will lead to increase in tax shields and therefore business group reduces the amount of taxes to be paid. This reduction in tax will further increase performance of the firm. The above discussed features of business group and its member firms, leads to dominant role of business group even in case of joint venture with its member firm. Such dominance of business group deter outside investors and Dahlquist & Ran report that foreign investors tend to underweight firms with a dominant owner [36] .
The business group affiliated firm also gets benefited through diversification because the firm has certain resources that can be profitably deployed outside the industry in which it operates i.e. entrepreneurial skills, technology, requirement of fund for other business venture etc. The business groups reap the benefits from the diversification and definitely reduce the overall unsystematic risk.
The member firm stands as an individual entity in the legal system, it gives option for business group to decide whether it would like to bail out the underperforming firm or let it stop its operations to reduce further losses. The predominance of business groups insulates from the pressure of institutional investors and takeover threats although the undisputed controlling rights lies with the institutional investors [37] .
The improvement in firm performance due to its affiliation to business group is widely cited in literature and a number of reasons been cited for the same. Institutional void or response to market failure [16] , [33] , [38] is one of the prominent reason on the basis their ability to mobile capital and labour to the concern firm from other business group affiliates. The frequent interaction between these affiliated firms helps in improving resource allocation and its bargaining power for favorable terms while acquiring financial resources [39] . Such interaction improves co-ordination in investment decision and reduces uncertainty in supplying intermediate goods [40] [41] . The efficiency of these affiliated firms also gets improved on the basis of reduced transaction cost since resources like scarce skilled and managerial talent [42] [43] [44] . The availability of tacit information, due to existence of networks of these business group affiliates, reduce the level of uncertainty and makes situation better for these firms in contract enforcement and opportunity identification [45] [46] . The opportunity search process is also facilitated by disseminating information regarding technology and product developments [47] .
The literature cites that business group performance is correlated with the internal capital market and is highly significant when external capital market is imperfect. These firms are less sensitive to their own cash flow than cash flow of the rest of the members while making investment decisions [48] [49] [50] . Internal market of business group provides managerial competency and expertise in various areas that gives advantage to BG affiliated firm in labor market. Internal market of business group provides reputation, brand equity and BG affiliated firm gets benefited in product market [51] . The positive value is generated to a particular firm through mimicking the market mechanism by their business groups in incomplete and inefficient market. On this premise, the following hypotheses are presented. The business group affiliation helps in increasing value by reducing transaction cost since resources like scarce skilled and managerial talent [42] , [43] , [44] are shared among group member firms. These firms use tacit information available in their network of group member firms for value creation [45] , [46] . The dissemination of information regarding technology and product developments [47] further helps in creation of additional value. Therefore, a positive effect of business group affiliation on excess value created by the firm is expected and the following hypotheses are proposed. 
Dataset
This dataset is extracted from Prowess database maintained by the Centre for Monitoring Indian Economy (CMIE) (http://www.cmie.com/). CMIE uses annual reports especially financial statement of listed and unlisted firms in India.
Unlisted company provides data to CMIE on their willingness if request is made for the same. This database is representative of Indian situation as it covers 60-70 percent of organized sector in India, 75 percent of corporate taxes and 95 percent of excise duties collected by the government of India [52] . This database is widely used by researchers including [8] This table presents, three types of FDI capital in first column, which is further classified in two sub-categories i.e. BG and NBG. The number of firms in data, mean and standard deviation of FDI ownership are presented year wise. Table 2 shows that mean value of FDI ownership is less in NBG firm than BG firm for all shades of FDI capital. The number of FDI investment is more in NBG firm is more than BG firm in all three shades of FDI capital. The FDI investment is made more in non-business group affiliated firms across and within FDI investment categories. It is observed that FDI ownership in NBG firms is higher than BG firms for all FDI investment categories.
Variables for Excess Value Creation
Three different excess value multiples i.e. asset multiple, sales multiple and EBIT multiple, have been used to measure excess value in very similar fashion to Berger and Ofek [57] . Asset multiple is defined as the natural logarithm of ratio of actual value to imputed value. Actual value of the firm is defined as the sum of total book value of debt and market value of equity. The imputed value is calculated as firm's asset multiplied by its industry median capital-to-asset ratio. The imputed value for this ratio is defined as firm's EBIT multiplied by its industry median capital-to-EBIT ratio. The firm size is measured by taking natural log of total assets. This analysis considers EBIT to sales as surrogate measure for profitability of the firm and growth opportunities of the firm has been captured as the ratio of capital expenditure to sales. Capital expenditure is calculated by taking change in depreciation adjusted net fixed asset of the firm. Net fixed asset value has been calculated after deducting depreciation from the block fixed asset. Therefore, this study has not considered depreciation separately to calculate excess capital expenditure but added back to net fixed asset. Berger & Ofek have considered depreciation as one of the variable. This value have been considered only if change is more than 5% otherwise no change. Then calculation of median industry capital expenditure year-wise is done for each industry. The excess capital expenditure is then calculated by subtracting median industry capital expenditure from the capital expenditure value of the firm. The descriptive statistics of these multiples and ratios is presented in Table 3 . The range and mean value of EBIT multiple is more than asset and sales multiple.
The mean excess value expressed as Asset multiple, Sales multiple and EBIT multiple have large variation as reflected from standard deviation. The number of observations for these multiples also differs since values are missing for many firms in the database and these have been removed from the sample.
This research work is focused on comparing excess value created by BG and NBG firms with different shades of FDI capital. The descriptive statistics of excess value created by BG and NBG firms with different shades of FDI capital are presented in Table 4 . The mean excess value for BG firms is observed to be less than NBG firms with all shades of FDI capital.
Methodology
Initially univariate analysis of the measures of excess value created by BG and NBG firms has been carried out to establish the differences between the means of different categories using ANOVA test. One way analysis of variance (ANOVA) is modeled for quantitative data [58] [59] [60] . This method decomposes total variance due to a single source into two components i.e. systematic (difference in means of groups) and random effect (variability around group means). Out of these two components of variance, only systematic effect of variance has statistical influence on the given dataset. Descriptive statistics of excess value created by firm with different shades of FDI capital is presented in Table 4 . Prima facie, it appears that capital shaded FDI capital creates higher value than technology and competitiveness shaded FDI capital. The ANOVA test reveals that firm's excess value differs across and within different shades of FDI capital. Two way ANOVA and MANOVA (Wilk's Lambda) tests have been performed to assess the effect of FDI capital and business group affiliation. After establishing this fact, the significance of other control variables is tested by performing regression estimation. The factors observed to be significant in regression estimate have been used for confirmatory factor analysis (CFA).
Results
The ANOVA test 21 performed on pooled data reveals that the difference in excess value created by business group affiliated firm (BG firm) and stand-alone firm (NBG firm) is statistically significant (5% significant level) if it is measured in terms of asset multiples. The mean value of excess value created by business group affiliated firm is observed to be lower than that of stand-alone firm. For excess value measured in terms of sales multiple and EBIT multiple, no statistically significant difference have been observed between BG firm and NBG firm.
Competitiveness Shaded FDI Capital
For competitiveness shaded FDI capital, ANOVA test results shows statically significant difference between excess value created by BG and NBG firms in terms of asset multiple (5% significance level) and EBIT multiple (10% significance level). For sales multiple, no significant difference is observed. The mean value of excess value created by BG firms is observed to be lesser than NBG firms. Theoretical Economics Letters Since, the difference between excess value created by BG and NBG differs significantly for competitiveness shaded FDI capital in terms of asset multiple, therefore further analysis is focused on the same. MANOVA test results for excess value (asset multiple) as reported in Table 5 reveals that shade of FDI capital and business group affiliation are significant (10% significance level) however their interaction is not observed to be significant.
The panel dataset is available for analysis and diagnostic tests are conducted for the same. Hausman test result (p > chi2 = 0.035) tells that fixed effect model (FEM) is more appropriate for analysis. Further to this, Wald test has been performed and test result (p > chi2 = 0.128) shows that there is no heteroskedasticity. Since, the dataset set is micro-panel, therefore there is no need to perform serial correlation test and cross sectional dependence test.
The regression estimate of FEM has been presented in Table 6 . In this model, Excess value measured as asset multiple is dependent variable and firm characteristics like profitability (EBIT to net sales), asset utilization (fixed asset to net sales) and growth opportunity (capex to net sales) are controlled. These variables are observed to be highly significant for creation of excess value in all investment horizons. The business group affiliation is observed to be highly significant for all investment horizons. The negative coefficient shows that business group affiliation decreases excess value created by the firms. These findings are in line with findings of ANOVA tests (one way and two way).
The effect of business group affiliation has been also estimated through confirmatory factor analysis (CFA) model. The path-diagram for the same is shown in Figure 3 . In this model, profitability, asset utilization, growth opportunity and age of the firm are also considered in addition to business group affiliation.
The results of CFA are reported in Table 7 , which reveals that these factors are highly significant. The negative coefficient of business group affiliation is in confirmation with the result obtained through regression estimate in FEM.
Above analysis indicates that business group affiliation has negative effect on the value created by firms. There is strong evidence for asset multiple but weak evidence for EBIT multiple. For sales multiples, no evidence is observed. This value. Since all firms are competing against each other in the same industry with similar market conditions, therefore increasing sales only is not sufficient way to create excess value. Therefore, in order to create excess value, a firm needs to focus on asset utilization followed by better cost management practice.
The above discussed analysis provides strong evidence of negative effect of business group affiliation for firms with competitiveness shaded FDI capital.
Therefore, hypothesis H 1c is confirmed and H 0c is not confirmed.
This result is in contrast to the proposed hypotheses on the basis of the literature. The negative effect of business group affiliation has been widely reported in literature. Khanna and Palepu provide sufficient reasons for the same [15] . According to them, this is possible by sharing of resources, having strategic ties with group members leading to lower efficiency, intra-group financing, cross-subsidization and misallocation of resources. This is issue of further investigation that which mode of tunneling prevails in Indian economy. This clearly indicates that FDI investor should prefer stand-alone firm than business group affiliated firm. This also serves the purpose of Indian government especially when the economy is dominated by business group. Infusion of FDI capital to stand-alone firm will increase competitiveness and they will be in better position to compete with business group affiliated firm. This increase in competition will lead to increases competitiveness of Indian industry.
Technology Shaded FDI Capital
For technology shaded FDI capital, no statistically significant difference is observed between excess value created by BG and NBG firms. This holds true for all three measures of excess value i.e. asset multiple, sales multiple and EBIT multiple.
Results of Two Way-ANOVA Test (Figures 2(a)-(c) ), also support the above empirical evidence. Marginal means of excess value for BG firms is higher than NBG firm however it is not significant. Hence, both hypotheses H 0a and H 1a are not confirmed.
This phenomenon can be explained on the bass of demonstration effect and technology transfer within domestic firms. Demonstration effect reduces competitive advantage of having access to superior technology (on account of FDI)
as competitor follows very similar process. This is possible only if firms having access to superior technology is not able to protect its intellectual property due to poor IPR regime. 
Capital Shaded FDI Capital

Discussion
This research work is based on theoretical premise of having effect of business group affiliation to infuse three components of FDI (technology, capital and competitiveness) in domestic economy. This theoretical framework offers opportunity to design and develop policy instruments.
The classification of FDI can be useful for investors as it is based on the need of the host economy. This classification can also be used by host government to attract specific set of investors as per need of economy.
This study suffers from limitation of data. The number of observation under three categories of FDI is not equal.
This Research work can be extended for comparison of more than one host economy.
Conclusions
The competitiveness shades of FDI capital are observed highly significant for business group affiliated firm. The difference in excess value created by business group affiliated and stand-alone firm is highly significant and mean value of excess value is observed lower for business group affiliated firm. These empirical evidences are in favor of tunneling effect of business group affiliation for competitiveness shades of FDI capital. This result is in line with findings of Bertrand et al. (non-operating profit) [8] . Controlling value creating factors like growth opportunity, asset utilization and profitability, it is observed that tunneling effect of business group affiliation is highly significant for competitiveness shade of FDI capital.
There is strong evidence that FDI investors' fund is expropriated by domestic business group when host economy has sufficient capital and technology and foreign investor is intending to create excess value on account of their higher efficiency (competitiveness shaded FDI capital). It is advisable for efficient FDI investors to prefer stand-alone firm than business group. This is also evident from the dataset that mean FDI ownership in business affiliated firm is less than NBG firm. The number of BG firm with FDI capital is also less than number of DOI: 10.4236/tel.2018.815216
